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Lo AT the Chincoe Communist regime 1 satipfied to keep their sotivities
within China, 11 they ceage to cherish the ambition to dominute all
ssiey L do not think that political enviromment will be much of an
obstacie to their success. Dut if they lesn on and tie to the UYsuR
and sre apbitious vo dominate, I do not believe they will hsve a
peacelul enviromment politically.

Za vnmestlon - You mezn by that o tendency to get mixed up in Inde-chinm

or indonesisy

=OEVEr - Yes, or in any other ‘sistic couniry. ihouid they become zm-
bitious In thatl meaner they would have little envirommeni for pesceful
development. J am trying to estimase how maech China's participation

in the Korenn war hss cost the Communlisi regime. 90 far, I have not
arrived st & statistical conclusion, but I am quite sure that the Korean
war cost them very dearly; they couid not continue much .onger.

Fo Qurstion - In other words, you isei that one sreciudes the other? ‘whoy
10 they expend thelr energy on exte X S k the
energy and resources for inmtor
AMswer < Correct. In oany cuse, 1
ah ever ohuolic enviromment whioh vhey need to 43, especislily
meting cheos is part of the Toemunliset system, They want ch
Lo ghgcure the dificultice within the country.
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Guestisn - Do you meas they are practicing 2 philosophy somcwhet siwmilsr
to one used by the Soviets: Hide your troubies at home by emghasizing
worse ones elsewhere?

Answer - That is vhat I meen. China's interference in sffairs outside
the country is intended both to satisfy smbitions abroad and to minimize
those at home through various means calculated to pacify and reduce
interior troubles.

The biggest obstacle to development in Chine is lack of capital (capital
goods) end techmical know-how. I believe that through the factor of
labor intensificetion, China could eaccumulste a certsin smount of capital,
but I em fully convinced that the amount of capital formation through the
factor of labor intensification will never be sufficient to meet Chins's
needs, I say this becmuse the margin between production and consumption
is very small. You can tighten your belt yes, but there is a limit.

Conslaer only one important thing China might accomplish through labor
intensification: Irrigation. With irrigation work through large and
gmull projects Chima could increase sgricultural production to & certein
extent, but that's also limited; Chime's agriculture bas been extremely
enhsnced slready. The per acre agricultural productivity in rice or
wheat or anmy othor grain crop is dready higher then most countries ex-
cept perheps Japrm, snd there the difference is due to the fact that
Japan has more copital for intensification of cultivation through more
use of chemical fertilizer and through better seed coilection. Chima's
agricultural production per msm is higber tham in the US because it is
more Iimtemsive in terms of lsbor. .

25X1

1 dou™t Think 0. I know my country. fThey will be sbie to produce some,
yes; but not much, -

Yuestien - You would sey that even under the present circumstances, as of
say 195k in Feﬁrus,ry, labor intemsification is at its peak and that they
are dolng their utmost?

Apswer - Yes, I believe they are doing their utmost.

Guestion - Youw are as,sémning that the utmost could ke producing some
capitaly ‘
Auswer - It could be.

Weestion - Amd how about cspital from abroad?

Ansver - I do not think the Communist regime in Chins could get very much
from the USSR. Whatever they get will have to be paid for with results
of labor intensification in China. What Chins needs most im the way

of capitel is heavy meschinery for development of mines; rolling stock
for transportation, machinery for all sorts of industries such as tex-
tiles., It would be very interesting to analyze how much the USSR and

its satellites in Burope could actuslly gpare for China.

Question - You mean regardless of the factor OF whéther they wqﬁld ,provide
FR A4 : ’ .

Ansver - Yes. I think they would if Communict China could pay them;. not
with paper money but with products. ) ;

Ihe factor of capital is the real headache of the Communists in China,
Commani st China is very saxious 10 trade with Japan, perhaps as anxious
ag Jupan is to trade with her. Japam could supply Communist China with
certain kinds of capital goods in exchange for what Communist China could
supply %o Japan, such as comrercial salt that is plemtiful becsuse of the
leng constlime, and which Japsn needs very badly. For Chims to supply
Japen with commercial salt would not cost Chime tco much s 8nd if China
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and Japan should have trade relstions, thet would be quite & help to
Communist Chine. Thet's the ressom wvhy I am against it -- very much
agsinst it. Japen, st the ssme time, is very anxious end I don't see
how Japan can exist without trade relstions with Commumist Chine,

The seme is true with technicsl kmow-how. China doesn't have suiticient
technicians, and the kind of training the Communist regime in Chins uses

for technicians is absolutely pathetic, not adequate in quelity, although
quantitatively not bad.. The big movement is for supervisors not technicians.
The Communist regime is emphasizing thet the whole educational system today
for training the lower gresdes, the foremen, the immediste supervisor, snd
mot sclentific or engineerimg technicians. And this indicates the conception
on the part of the Communist leaders in cChina that industrisl development
requires ne. more than foremen or immediate supervisors.. Whey den®t seem

to appreclate science =nd engineering in the real sense of the term. Well,
they may expect to get, and posslbly they may slready huve, higher tech-
niclans, but how many of those the USSR can supply is a moot point. The
Chinese educatiomal system iz certainly not adapted to produce their own.

In short, the whole system is sm imposition from sbove on the mass of
people. ’ : : S

Congider the degree and manner in which Cosmunist Chins differs from her
predecessors as to national leadership. In respect to leadership (I dom’t
want 1o be quoted), T do feel the Communist vegime in China appears o
show more lesdership than its predecessors., :

tuestion - You don't like it but you fear it is so?

Ansver - Yes, Their attempts to run the country, although not really po-
liticel; but in a sense more baged on a power structure of force, seems to
be more efficient end realistic. How long that impression will last I
don’t know. As to political enviromment: I do mot think the Communist
regime in Chins could surpsss the Nationalists very successfully.

However , there is''one fact I feel very confident about in commection with
progress in China today. That is the fight against factors necessary to
true de*relopment » such ms the factor of cultural pride; of socisl imertia,
of family loyalty. These cultural factors are important to the problem
becsuse they strike at the very foundations of the system, which pro-
vides that whatever development comes economically is for totalitarian
control, for power, and not for the economic welfsre. 1 do not consider
industrial development in the USSK for the peorpie’s welfere. Communist
Chins. is doing the same. MHow rar it cam go 1 don't kmow. I believe
Chinese imdusiry will comcentrate om besvy imdustry amd there isn't too
much to expect im thst respect because China lacks encugh raw materials;
although there is sufficient for a certaim amount of the development
Chins needs.

We heve plenty of coal, but our coal is not all of high quality, for
coking purposes and our iron ore ig of very poor quality. ¥Furthermore,
the distence between our coal mines and iron mines is too great. %e do
net have much copper, and very little petroleum. We do have comsidersble
sntimony and tungsten, )

Availebility of irom and steel is very essentisl to the power structure.
Development will probably be emphasized in the west, with primery empha-
aig on tramsporbation, There will be some heavy indu:stry in that region.
There must be a steel source., There is » very good azpot on the border-
lend for a steel industry, if transportation iz developed. Very good
iron ore, geg cosl amd sbove all good water, 1 am sure the Communist
regime will meke sn eifort to develop this region. ‘

Of course, there will be explerstion in cesych of more petroleum and the
rare minersls. Thers will be industrisl development im Shansi, where there
is high grade coal and they can get iron. These three pre-requisites: coal,
irom and weter, are the ones that will meke for development in the western
BTeHS .
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tuestion: - To what extent wowld a population explosion influence the
development of Qommunist c¢hina.

tngwer - fhe Communist regime would not pay »ny atteation to it. They

don’t care., If they have too msny pecple they can I'ind a way to.get

rid of them. To them that is no question because their aim is “or control,
ngt weliare.. You see, i you raise the standard of living and decrease.

the mortality rate, you will also increase the fertility rate, so vou

would be, relatively speaking, right. where you begsn. From the point of
view of economics, 1 see no way out for Chins except, first, intensification.
of sgriculture; Second, dlversirication of production so that part of the
tarming population would be chanmeled into new industries. %o tar, Pro-
duction is conrined pretty much te agriculture, so that they need other
means of emdesvor. But the Communist regime is not thinking along thece
lines.  They are making sn effort to paciiy the masses and iighten control
through ceoperative farming. This seems o be thelr very important objective

for 1953: To contrel the people.
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